23 SE? =5

Dear Sir/Madam:

We heve considered your application for recognitisa of exemption
from Federal income tax under Section 501(c)(3) zf the Internal
Revenue Code and have determined that you do n0t qualify for
exemption under that Sectiomn. Our reasous for txis conclusion
and the facts on which it is based are explained below.

Tue inforwation submitted indicates you were orgsanizecd pursuant
to a constcitution on I :: cncouvaye 2nd promote the
use of I -orputers within [NIIIINIIIIIIINGEEE, :-
educate ownere in the use of the I corpzter and to share
new idess with other I ovwn-rs and users.

The greocup was formed so that oswners of NN corputers could
meet monthly to discuss and share computer progvéims and problems.
Members demonstrate public domain and copyrighted software.
Public domain software is contributed to create monthly disks
which are s8o0ld to cludb members only for the cost of the disk plus
a copying charge.

Your membership is open to any person over twelve years of age
who subscribes to yQur purposes.

Your income is derived from membership dues and saleg of disks to
your membership.

Section 501(c)(3) of the Code provides for the exemption from
Federal income tax of organizaetions organized aad operated
exclusively for charitable, religious, scientific, literary or
educational purposes, or to foster national or ianternational
amateur sports competition, or for the prevention of cruelty to
children or animals, no part ol the net earnings of which inures
to the benefit of any private shareholder or izdividual. A
shareholder refers to anyone having a personal aad private
interest in the activities of the organjzatiomn.

Initiator Reviewer - Reviewer Reviewer Reviewer Reviewer Reviewer
Code 7
Surname
Date 735

Form 1937-A (Rev. 8-80) compondoncfn Appron/l and Clearance Department of the Treasury / internal Revenue Service



Section 1.501(e)(3)-1(a)(l) of the iInceme Tezx *2zulatinne
provides that to be exerpt an organizatiow tuver be both org
and operated exclusgively for oac or more exeT:: purpecses.
organization fails to meec eitaer the organizz:ioanal or ths
operational test, it is wct z2Xenmpte.
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Section 1.501(e)(3)-1(b) of tha Regulations tTr27ides thar zn
organization iz organized e<xeclusively for exezit purposes =1
its creating document limitas its purpcses anz js~wars to thos

which are within the scope of Section 5801{c)’:;
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Section 1.501(c)<3)-1(c)(2) of the Regulaticrte urovideas, in
that an organization 1s not operated exclusive
exempt purpoces if 1ts net earningz inure ia

the benefit of private sharcholders or 1indi
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Section 1,501(c){3)-1(dX(ii) of the Regulaticzs -rovidse the
organization is not organized and opecated cxzlssivaly for -
more of the bpurposes specified in Section 3017237 35Y yunlers i
servee a public rather than a private incercs:. Tus, to v~
the requirements of Sectiou 501 (c)(3), it

organization to establish that 1t is not o
for the henefit to private interests such

individuals.
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Section 1.501(e)(3)-1(b)(4) of the regulatior:s further provi
that an organization is not orgauized ex: iurivzly for 301 {ct
purposes unless its assets ave dedicated to i~ =xenpt 201 (¢
purpose. To mea2t this requirement, an organt
document wust provide thart, in the event of ¢
will be distributed for one or more S501(c)(3;
Faderal government or a State of lecal goverrro
purposes.
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Revenue Ruling 74-~116, C.B. 1%74-), pap. 27, zizcusses &
membership organnzation devoted to developis

regsearch data among users of a specific type
organization also serves as liaison betweszn
manufacturer of the computer. The orgenizat
and seminars &t which operational and techni
to the use of this computer are discussed. sresentatives of
the manufacturer arec iuvited to atteund thosz Icactions (9o answer
guestions concerning the computer's operaticn. The organization
publishes reports of its meetings and semianzr: Zor distriturina
to members. Membership is limited to organizsztions that =zwu-

P U

Bk
£

4ud exchnangin
computer.
#rs and the
conducts meetings
sroblems r=lating

=
IS

o
F iy

e

C
w
33

B

(A}
LN

=t
X

w



rent, Oor use this specif r. Incore i

Section 501{c)(3) of the Coce.
organization was uot exempt beca
interests of 1ts mwembers.

ic compute £
dues aud senminar fees. Expenditures are made pr
instructional wmaterials, publicshing and other o2
¢xpenses. Thke subject organization requestad ax
I
u

o
t was determin
82 1t was sarv

o D

Feveunue Ruling 745-147, Cunmulative dulletin 1274~
deascribes zn orgyrmization formed to stimulate ©!
with free interchesge o0f inforrmation pertaining
prograuming of electronic dats processing uguip
rembership 1s made up of represcentatives of div
businesces who own, rant, or leazse one or rore

produced by various manufacturers. without regas
the manutacturey oi sny such cormputer. The oryg
semi-annual conferences at which operatisnal acé
problems relating to computer use are discusseed.
invited to attend the counferrnces and are encour
members., Incowe is from conference registration
Expenditures are made for meeting expenses and v
adminiscrative costs., Tt was determinad that

qualified for exemptions under Secticn 5G1(ci(&)
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Revenue Ruling 83-164 Cunulative Bulletinm 16283-2
describes an organization whose mewbers represen

husineegses that own, rent, or lease computere pro

single computer manufacturer and holds that the
not qualify for exewption from federal incore t=a
5G1(e)(56) of the Code.

Although your membership effectively is open to

public, it appears doubtful in view of your orgcs
purposes and activitiecs, that persons not »>vuing
coxnputers would be attrazted to become nmembevs =
organizations. Specifically, you act as & purch
your members in purchases of computer software,
cannot be ponstrued as advancing education witn
the Tncome tax Regulations. Your organization

private iuntereste 0f your members and, cherefor.
operating exclusively for chariteble and educat
within the meaning of Section 5G1(c)(3) of the ¢

tas mre 2
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The information submitted indicates

very similar to the organization described in k=
83-104. Your activities are aimed at assistinyg
their uvse of computere, TFinally, vou
use of a single braad or preduct, computers man:

_, and youv are not advancing educaticon i
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"he organiratiou coes not mweet the organizati
501(c){3) because its purposze are not sxclusc
intendnent of Section 501(c)(2) ang it's asce
©o Section 5019c){3) purposes.

Tne organization does not wmeet the cp:raticne
5¢1(e)(2) since 1t operares to ben2i.r the me
or users of I co-puters. Treve is no

eductional purvpose being served.
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Recause vou are neither organized
the purposes specified ia Section
Sgvenve Code, 1t 1e& concluded that you are
recogunition of exemptica from federal
VE1(e)(3) of the Code.
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Based on the intormaticn
recognized under

ection 501 (c}.

cubmitted, e

Xxempt
any reiatead paragraphs of

L7}

You are required to file
for each yesr that you
vou are

Federal income
have been In
not deductible under Secticun 170 of
1f you do not accept our findinge,
a conference with 8 mecber of our
Your request for a conference should ia
1 ng thne facts, law, and other
tion as explained
be contacted to arrange a date
ereace ray be held a2t the Regional
nyv mutuvally convenient District office.
frow vou within 3C days of the date of thie
determination will becomne final and a copy
sent to the appropriate state officials
Section 6104(c) of the Tnternal Xeverue
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If you do not pzotest this proposed determinstion in a2 timely
manner, it will be considered by the Internal Revenuve 3ervice az
a failure to exhkaust available administrative remedies. Sectiexn
7628(2)(2) of the Internal Rsvenue Code g.ovides in part, thar,
“A declaratory judgement or decree under this Section shall net
be issued in any proceeding unless the Tax Court, the Cour: of
Claims, or the district court of the United Statee for the
District of Columbia determines that the organizatrion involvesd
has exhausted administrative remedies available to it within the
Internal Revenue Serviceae.”

Sincerely youvra,

District Director
Eanclosure: Publication 892
cc: State Attorney General



